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This  General  Statement  is  to  consider  the  merits  of  establishing 
a  development  corporation  to  function  as  a  stimulus  and  an  agency  for  the 
development  of  new  and  rehaoilitated  housing  and  related  land  uses  with  the 
particular  purpose  of  insuring  that  housing  will  be  provided  with  cost  of 
occupancy  as  low  as  possible  and  practicable.  The  ideas  set  forth  herein 
are  the  outgrowth  of  knowledge  and  study  of:   l)  the  economic  factors  of 
the  housing  needs  of  the  lower  econcmic  groups  in  Boston;  2)  the  objectives 
of  the  urban  renewal  plans  of  the  Boston  Redevelopment  Authority;  and,  3) 
the  aids  made  available  to  locaJ.  interests  by  the  Federal  Government  to  fos- 
ter sound  housing  and  related  community  improvement.  From  these  three 
factors  the  details  of  the  plan  proposed  herein  have  been  evolved.  Funda- 
mentally, it  is  a  development  corporation,  supported  by  the  community,  its 
institutions  and  interested  private  foundations  and  individuals;  oriented 
toward  community  improvement  through  a  massive  effort  only  possible  with  a 
comprehensive  renewal  plan  for  the  district  as  is  now  proposed  by  the  Boston 
Redevelopment  Authority.  Development  corporations  are  in  operation  in  other 
cities.  Most  of  those  related  to  public  urban  renewal  programs  have  been 
established  by  educational  and  service  institutions  to  accomplish  purposes 
that  reflect  the  interests  of  the  supporting  institutions,  which  purposes 
generally  include  the  improvement  of  the  residential  neighborhoods  contig- 
uous to  the  institutions.  For  the  South  End,  factors  discussed  herein 
indicate  that  emphasis  must  be  strongly  oriented  toward  insuring  that  the 
best  possible  housing  and  related  land  uses  are  provided  to  strengthen  the 
District's  role  as  a  community  for  healthful  living  for  families,  many  of 
which  have  and  will  continue  to  have  low  economic  abilities. 
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The  Development  Corporation  and  Its  Benefits  to  the  Community 

In  response  to  the  reneijal  proposals  for  the  South  End,  there  has  developed 
the  conviction  that  the  various  organizations  and  institutions  in  the  South  End 
have  an  opportunity  and  a  responslhllity  to  join  vlth  the  residents  of  the 
community  in  formulating  and  carrying  out  the  renewal  plans  with  government 
assistance.  A  proposal  is  being  made  to  fona  a  development  corporation  to 
assist  in  the  planning  phase,  to  foster  renewal  action  Ijy  others,  and  to  actually 
construct  certain  of  the  inrprovements  planned.  The  leadership  among  the  residents 
of  the  district  needs  the  strengthening  support  of  the  Institutions.  The 
improvement  program,  as  related  to  housing  and  canmxnity   facilities  and  services, 
requires  the  kind  of  leadership  and  action  that  can  he  supplied  by  an  organization 
with  good  mortgage  credit  standing,  managerial  skills  and  a  long  term  commitment 
to  preserving  the  benefits  of  the  improvements  in  the  environment.  Such  a 
force  in  the  community  can  further  the  human  goals  that  will  justify  faith  in 
the  concept  of  urban  renewal  by  public  action.  The  institutions  have  a  stake 
in  the  well-being  of  the  residential  community  and  can  make  possible  a  joint 
effort  to  integrate  their  plans  with  those  of  the  community. 

This  proposal  provides  for  the  establishment  of  a  development  corporation 
that,  among  other  functions,  will  construct  and  ojerate  building  facilities 
for  the  benefit  of  the  South  End  residents  and  for  the  institutions  functioning 
in  the  district.  The  use  of  a  nonprofit  development  corporation  is  indicated 
by  several  related  factors:  first,  the  cost  of  occupancy  of  housing  will  be 
appreciably  lower  than  otherwise  possible  by  utilizing  the  financing  aids 
(chiefly  direct  loans  from  the  Federal  Government)  available  to  nonprofit 
corporations;  second,  the  economic  abilities  of  the  residents  of  the  South  End 
are  so  limited  as  to  make  it  essential  to  maintain  the  cost  of  occupancy  as  low 
as  possible;  third,  the  needs  of  the  various  institutions  for  housing  and  other 
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facilities  vill  be  best  served  by  facilities  achieving  the  minimum  cost  of 

occupancy  and,  fourth,  it  is  possible  for  such  a  corporation  to  be  self 

supporting  in  its  development  operations  utilizing  the  Federal  aids  that  are 

available . 

Although  there  are  unique  opportunities  for  a  nonprofit  development  corpo- 
ration to  meet  very  pressing  construction  needs  in  the  South  End,  its  function 
should  be  broad  enough  to  include  the  giving  of  encouragement  and  assistance  to 
others,  chiefly  residents  and  institutions,  in  meeting  their  needs  through 
private  action.  The  purposes  and  methods  of  operation  for  this  corporation  as 
proposed  differ  from  most  community  or  institution  sponsored  development  entities 
in  that  a  heavier  emphasis  is  placed  upon  direct  development  and  continuing 
management  responsibility  than  upon  a  role  designed  principally  to  foster 
development  by  others.  This  orientation  is  proposed  because  of  tvo  factors: 
(l)  subsequent  to  the  enactment  of  the  Housing  Act  of  196I,  financing  incentives 
to  private  investment  interests  to  construct  housing  are  sufficiently  strong  to 
make  lonnecessary  any  additional  subsidy  or  risk  assiunption,  and  (2)  the  welfare 
of  the  people  and  the  institutions  of  the  district  are  better  served,  financially 
and  othervise,  by  a  nonprofit  corporation  with  a  permanent  and  continuing  commit- 
ment to  the  district. 

The  plan  is  designed  to  keep  the  costs  to  the  participating  institutions, 
organizations  and  individuals  to  the  minimum,  with  the  possibility  of  evaluating 
the  net  costs  and  working  capital  requirements  for  each  new  undertaking  at  the 
time  at  which  such  a  commitment  is  made.  It  is  contemplated  that  grants  from 
foundations  may  be  sought  to  bear  a  part  of  the  costs  not  attributable  to 
specific  construction  projects.  Most  desirable,  all  of  the  corporation's 
expenditures  related  to  specific  projects  will  be  recoverable  from  the  proceeds 
of  mortgage  loans. 


The  Function  of  This  Statement 

Tlie  principal  purpose  of  this  General  Statement  is  to  set  forth  for 
consideration  some  of  the  main  issues  involved  in  executing  the  renewal  plan 
for  the  district  and  hov  a  development  corporation  might  serve  to  implement 
these  plans.  A  number  of  exhibits  (termed  sections  herein)  are  included  in 
order  to  suijply  detailed  statements  relating  to  the  actual  operations  of  the 
proposed  development  corporation.  Likewise,  there  are  a  number  of  policy  issues 
that  are  of  extreme  importance  and  are  felt  to  be  such  that  firm  decisions 
should  be  made  only  after  further  consultation  with  the  participating  insti- 
tutions, organizations  and  individuals. 

Renewal  Planning 

The  Federal  Government's  participation  in  improving  local  urban  areas  has 
developed  to  be  a  mammoth  program,  stimulated  l^r  large  Federal  loans  and  grants 
to  bear  the  majority  of  the  costs  of  the  renewal  programs.  The  City  of  Boston, 
through  its  Redevelopment  Authority,  is  making  large  scale  renewal  plans  for 
many  of  the  City's  districts,  one  of  the  most  immediate  and  comprehensive  is 
the  plan  for  the  South  End  of  Boston.  It  is  proposed  that  heavy  emphasis  be 
placed  upon  conserving  the  existing  residential  areas,  reducing  through  traffic, 
replacing  the  structures  too  deteriorated  to  be  rehabilitated  with  new  construc- 
tion (chiefly  residential  in  use)  and  providing  public  and  private  community 
facilities  such  as  parks,  playgrounds,  schools,  a  center  for  health  services, 
centers  for  community  and  cultural  activities  and  social  services;  all  directed 
toward  long  term  improvements  in  the  environment. 

The  success  of  this  renewal  program  will  hinge  upon  the  economic  feasibility 
of  the  planning.  Can  the  buildings  scheduled  to  remain  be  rehabilitated  through 
some  program  that  keeps  the  costs  of  occupancy  low  enough  to  meet  the  needs  of 
the  low  income  people  now  inhabiting  much  of  the  South  End?  What  is  the  best 
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fimction  of  the  nev  housing?  \Jhat   is  the  proper  balance  betveen  its  initial 

costs  and  its  permanent  stability  in  value  as  a  coranijuity  asset?  To  what  extent 
can  and  should  higher  income  population  be  attracted  to  the  district  through 
reneval.  How  can  improvements  in  the  neighborhood  environment  be  secured  as 
permanent  gains?  How  is  motivation  for  improvement  best  fostered?  Numerous 
other  questions,  fully  as  relevant,  can  be  posed.  The  development  corporation 
can  be  a  strong  force  in  realizing  some  of  these  goals  and  in  solving  certain 
detailed  problems  encountered  in  the  renewal  effort. 

The  development  corporation  must  be  adequately  supported,  efficiently 
managed  and  assured  of  the  opportunity  to  pursue  the  various  programs  under  the 
City's  urban  renewal  program.  This  necessitates  the  broadest  possible  support 
from  the  leaders  of  the  City — political,  business,  institutional,  civic  and 
public  service  elements--in  order  to  secure  for  the  development  corporation  a 
role  sufficiently  broad  and  significant  to  make  its  formation  worthwhile. 


SECTION  NO.  1 


GENERAL  APPROACH  TO  DEVELOPMENT  OPERATIONS 
OF  A  SOOTH  END  DEVELOPMENT  CORPORATION 


The  folloving  seems,  at  this  initial  stage,  to  be  the  most  practicable 
direction  for  an  effective  operation. 

1.  The  Development  Corporation  shall  be  an  independent  entity,  organized  as 
a  corporation  under  applicable  Massachusetts  laws.  It  may  receive  funds  from 
private  sovirces  and  government  agencies  for  the  pursuit  of  its  purposes. 

2.  Its  purposes  shall  indicate  that  it  is  not  a  profit  motivated  entity, 
although  it  may  very  well  be  advisable  to  permit  the  corporation  to  receive 
profit  to  use  to  accomplish  its  stated  purposes.  Each  construction  undertaking 
(rehabilitation  or  new  building)  receiving  the  benefits  of  the  Federal  aids 
through  the  Federal  Housing  Administration  will  be  required,  under  present 
regulations,  to  be  a  separate  corporation.  All  of  these  corporations  should 

be  nonprofit  entities  for  the  benefits  that  will  acrue  under  the  Federal  Housing 
Administration.   (The  rent  schedule  fbr  a  given  residential  project  will  be 
from  8  to  12^  lower  if  the  nonprofit  corporation  is  used  in  lieu  of  the  limited 
dividend  corporation,  assuming  that  profit  is  taken. ) 

3.  The  Development  Corporation  shall  concentrate  its  efforts  to  finding  ways 
to  accomplish  the  goals  of  the  Redevelopment  Plan  as  adopted  by  the  City  of 
Boston.   In  general,  it  shall  not  become  a  direct  pressure  force  to  shape  the 
decisions  of  the  Plan.  Should  its  actions  or  potential  abilities  develop  to  be 
important  as  factors  influencing  the  design  or  scope  of  the  Redevelopment  Plan, 
it  shall  make  its  recommendations  kno\m  to  the  camnunity  and  to  the  Redevelopment 
Authority. 

k.     The  Development  Corporation  shall  welcome  the  opportiinity  to  undertake  the 
development  of  housing  for  personnel  of  the  various  institutions  in  the  district; 


further,  it  shall  make  itself  available  to  render  development  services  to  such 
institutions  for  uses  other  than  residential;  these  might  involve  a  social 
service  center,  recreational  facilities  (e.g.,  in  housing  project),  parking 
facilities,  commercial  facilities,  etc. 

5.  It  shall  establish  financial  support  from  participating  organizations  and 
other  sources  (grants  or  loans)  to  maintain  its  staff  and  to  pursue  its  pur- 
poses. Any  construction  operations  shall  he  undertaken  only  after  the  most 
careful  analysis  and  preparation  (architectural,  financial,  legal,  etc.). 
Projects  utilizing  100^  mortgage  loans  or  direct  loans  (Federal  aids)  must  be 
kept  strictly  within  the  loan  commitments  to  avoid  any  possibility  of  cash 
|^"iequity  requirements.  Every  effort  shall  be  made  to  keep  the  operations  of 
the  corporation  on  a  self- supporting  basis.  If  an  active  development  program 
involving  new  construction  can  be  implemented,  much,  if  not  all  of  the  managerial, 
legal  and  architectural  services  needed  by  the  corporation  can  be  included  in 
the  capital  costs  of  the  new  construction.  It  may  not  be  possible  for  the 
corporation  to  be  fvilly  reimbursed  for  its  services  in  the  case  of  rehabilitation 
undertakings  since  the  amount  of  services  may  well  be  disproportionately  large 
in  relation  to  the  funds  actually  e:<pended  in  the  construction  phase.   If  the 
balance  between  rehabilitation  and  new  construction  is  suitable,  it  is  con- 
sidered probable  that  full  reimbursement  for  services  rendered  by  the  corporation 
can  be  secured. 


SECTION  No.  2 

PURPOSES  FOR  ESTABLISHING  A  N0I1PR0FIT 
DEVELOPI^ENT  CORPORATION  TO  CONCENTRATE 
ITS  ACTIVITY  IN  THE  SOIHH  EI©,  BOSTON 

1.  To  provide  and  encourage  others  to  provide  safe,  sanitary,  and  attractive 
new  housing  with  rents  or  carrying  charges  sufficiently  low  to  he  practicable 
for  many  families  now  residing  in  the  South  End,  It  is  not  contemplated  that 
it  shall  he  possible  to  construct  new  dwellings  with  cost  of  occupancy  low 
enough  to  reach  all  or  even  a  majority  of  the  families  and  individuals  being 
displaced  ty  the  various  peirts  of  the  Renewal  Plan. 

2.  To  xandertake,  and  encourage  others  to  undertake,  the  rehabilitation  of 
existing  residential  structures  for  families  and  single  persons,  making  every 
effort  to  provide  a  range  of  facilities  for  varying  needs  and  financial  abil- 
ities, and  to  keep  the  costs  of  occupancy  as  low  as  possible. 

3.  To  encourage  occupant  ownership  of  new  and  rehabilitated  structures, 
either  direct  or  through  a  cooperative  entity;  to  foster  occupants'  maintenance 
and  operational  procedures  in  order  to  reduce  the  costs  of  occupancy. 

k.     In  application  to  existing  occupied  housing,  to  foster  better  management, 
better  maintenance  and  more  complete  compliance  with  basic  requirements  for 
safe  and  sanitary  housing,  by  a  program  of  demonstration,  persuasion  and 
direct  counseling.  It  seems  possible  that  this  aspect  can  be  implemented  by 
social  service  and  other  agencies  now  functioning  in  the  district. 

5.  To  construct  housing  for  institutional  personnel  and  for  groups  with 
special  needs  (e.g.  elderly  persons,  single  persons). 

6.  To  undertake  development  of  nonresidential  properties  where  such  is 
directly  relevant  to  the  improvement  of  the  environment  of  the  district  and/or 
essential  to  the  accomplishment  of  the  stated  goals  relating  to  housing. 

7.  To  foster  programs  and  projects  that  contribute  to  community  improvement. 


SECTION  No.  3 

SOUTH  END  DEVELOPMENT  CORPORATION 
DETAILED  STATEMENT  OF  POSSIBLE  FUNCTIONS; 

A.  Planning 

B.  Direct  Development 

C.  Consultation  and  Advice  to  Others 

A.  PLANNING 

In  general  it  is  felt  that  the  development  corpoi^tion  should  avoid  a 
direct  role  as  critic  of  the  City's  renewal  plan  and  as  advocate  of  specific 
changes,  particularly  relating  to  details  of  the  plan  that  laay  favor  the 
development  activities  of  the  corporation.  However,  this  is  not  to  say  that 
the  problem  of  providing  such  services  independent  of  the  staff  of  the  Boston 
Redevelopment  Authority  is  not  a  pressing  one.  Assistance  in  evaluating  and 
constructively  criticizing  the  official  renewal  proposal  by  the  community  is 
very  clearly  needed.  This  should  be  an  indirect  concern  of  the  development 
corporation.  In  addition,  the  development  corporation  can  be  of  great 
assistance  to  the  planning  evaluation  through  its  specialized  interest, 
investigation  and  knowledge  relating  to  the  economic  feasibility  of  rehabili- 
tation of  residential  structures  and  of  the  construction  of  new  housing  and 
buildings  for  other  uses. 


)< 
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B.   DIRECT  DEVELOPMEMT  UNDERTAKINGS 

1.  Receive  avard  of  disposition  contracts  from  the  Boston  Redevelopment 
Authority  to  piirchase  cleared  land  for  construction  of  nev  low  cost 
housing  utilizing  Section  221,  d,  3,  and  Section  202,  vith  direct 
loan  funds  from  the  Federal  Government  and  other  programs  involving 
Federal  Mortgage  Insiirance. 

2.  Engage  in  rehabilitation  of  existing  residential  structures  utilizing 
all  applicable  aids  in  financing,  psirticularly  the  Federal  aids, 
namely,  (a)  purchase  of  properties  from  the  Redevelopment  Authority 
at  suitable  prices  after  the  Authority  has  acquired  such  by  exercise 
of  the  pover  of  eminent  domain  and  the  use  of  public  funds  to  absorb 
some  of  the  costs  of  acquisition  through  a  "vrite  down"  policy;  (b) 
direct  loan  funds  from  the  Federal  Government  at  3  l/8^  interest  with 
long  term  amortization  possibilities  (Section  221,  d,  3);  (c)  mortgage 
loan  insurance  making  possible  higher  loan-to-value  ratios  and  longer 
amortization  periods  than  can  be  possible  under  conventional  financing 
practices  (these  are  the  programs  other  than  Section  221,  d,  3); 
(d)  use  of  Chapter  121A  (Mass.)  for  stability  of  real  estate  taxes 
where  such  statute  is  applicable. 

3.  Engage  in  development  programs  for  the  benefit  of  institutions  in  the 
vicinity,  principally  but  not  limited  to  construction  of  buildings 
for  residential  occupancy,  with  full  cooperation  of  such  institutions 
and  utilizing  techniques  described  in  (l)  and  (2)  above. 

k.     Undertake  development  of  building  facilities  for  retail  trade,  other 
commercial  uses,  office  uses,  and  industry;  in  direct  connection  with 
residential  development  and  only  when  such  undertaking  is  essential 
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to  seciiring  the  opportunity  to  engage  in  residential  development.  These 
types  of  undertakings  might  be  pursued  vith  a  carefully  selected  and 
ejcperienced  commercial  or  industrial  developer  (for  profit  motivation), 
either  through  a  joint  venture  with  profit  shared  or  through  a  cooper- 
ative relationship  with  full  risk  and  profit  opportunity  falling  to  the 
commercial  or  industrial  developer.  Emphasis  shall  he  laid  upon 
providing  an  opportunity  for  the  small  merchants  (and  other  service 
enterprises)  now  in  the  district  to  be  satisfactorily  located  (or 
relocated) . 
5.  Undertake  development,  coupled  with  any  part  of  the  above  programs 
(l)  and  (2),  of  housing  for  occupancy  by  persons  eligible  for  Federal 
assistance  via  the  Public  Housing  Administration  and  the  Boston  Housing 
Authority.  This  might  take  any  of  several  forms:  rehabilitation  by 
the  development  corporation  of  housing  for  sale  or  lease  to  the  Boston 
Housing  Authority,  construction  of  new  housing  for  similar  purposes, 
provision  of  new  and  rehabilitated  apartments  for  lease  to  persons 
and  families  eligible  for  public  housing  assistance  through  the  tech- 
nique of  rent  supplementation  by  the  Public  Housing  Administration. 
Some  experimentation  with  purchase  and  rehabilitation  of  structures 
for  public  housing  is  being  undertaken  in  Philadelphia.  Rent  supple- 
mentation is  being  tried  in  New  Haven  and  Washington,  D.  C.   If  some 
of  these  methods  can  be  put  into  action,  much  of  the  needed  public 
housing  can  be  provided  by  a  development  corporation.  This  may 
contribute  significantly  to  eliminating  (l)  the  differential  in  character 
between  public  and  private  housing  (2)  the  "project"  stigma  attached  to 
occupancy  of  public  housing.  It  may  be  possible  to  apply  a  different 
approach  to  management  by  which  greater  cooperation  of  the  tenant  can 
be  expected  than  in  the  public  housing  institutional  setting. 
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C.   ADVISORY  ROLE 

To:   (l)  Property  Ovners  and  Tenants  in  the  District  and 

(2)  To  Agsncies,  Public  and  Private,  Concerned  with  the 
Various  Aspects  Within  the  Scope  of  the  Development 
Corporation 

1.  To  property  owners  and  tenants:  offer  advice  and  assistance  (non- 
financial)  to  owners  (and  tenants)  seeking  to  improve  their  properties 
and  their  immediate  neighborhoods.  This  would  involve  the  provision 
of  information  and  contacts  regarding  financing  and  architectural  or 
contracting  services.  It  may  be  possible  that  architectural  assistance 
can  be  offered  by  the  development  corporation  on  the  basis  of  being 
reimbursed  by  the  property  owner.  Recognition  must  be  taken  of  the 
intention  on  the  part  of  the  Boston  Redev  elopment  Authority  to  render 
similar  advisory  service  to  property  ovmers  to  assist  in  rehabilitation 
and  raising  of  standards.  Coordination  with  the  B.R.A.  would  be 
essential.  Assistance  in  neighborhood  improvement  may  be  rendered  by 
the  corporation,  possibly  to  include  purchr.:;inG  cf.  dwellings  offered 
for  sale  in  order  to  inshore  careful  management  and  rehabilitation  if 
needed. 

2.  To  agencies,  public  and  private:  Assistance  to  institutions  and 
organizations  to  better  fulfill  any  functions  undertaken  by  them, 
bearing  ar^  relationship  to  the  scope  of  this  corporation. 
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SECTION  NO.U 

FINANCIAL  REQUIREMENTS  FOR  THE  OPERATION  OF  A  DEVELOPMENT  CORPORATION 

1.  The  nagnltude  of  funds  required  will  depend  iqpon  the  development  projects 
undertaken  by  the  corporation.  Rehabilitation  nay  require  nore  working 
capital  than  new  construction, 

2,  The  required  funds  can  be  classified  into  five  categories  with  clearly 
different  functions  and  types  of  connitnent. 

a.  Funds  to  pay  the  staff  of  the  corporation,  to  pay  for  its  consultants 
as  needed  and  to  bear  the  costs  of  its  office  and  necessary  overhead. 
This  is  estimated  to  be  about  $50^000  per  year,  under  the  ass\Jnption 
that  there  is  a  full  tine  executive,  a  secretary,  a  budget  for 
consulting  services  (not  assignable  to  any  specific  project)  and  an 
office,  (See  further  conments  about  staff  and  consulting  services  in 
Section  ro,  50 

b.  Funds  to  be  used  as  working  capital  for  specific  projects.  The 
itens  to  be  included  in  these  expenditures  are: 

1)  Costs  of  acquisition  of  cleared  land  (possibly  only  a  deposit  to 
the  B.R,A. );  costs  of  dwelling  structures  to  be  rehabilitated, 
acquired  by  direct  purchase  or  fron  the  Boston  Redevelopment  Authority o 

2)  Costs  of  site  and  utility  surveys,  borings  and  similar  special 
investigations  required  to  evaliiate  site  conditions, 

3)  Costs  of  architectural,  engineering  and  legal  services  prior  to 
"initial  closing"  (connitnent  by  F.H.A,  to  make  loan  or  provide 
mortgage  Insurance  and  to  authorize  the  start  of  actual  construction 
with  insured  loan  funds), 

k)   Fees  to  F.H.A.  prior  to  "initial  closing". 

5)  Real  estate  taxes  for  property  owned,  for  period  prior  to  "initial 
closing". 
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Funds  expended  for  these  itens  can  be  recovered  from  the  proceeds  of 
the  construction  loan  iqpon  "initial  closing". 

c.  Funds  regxiired  to  neet  the  requirements  of  the  F.H.A.  for  an  escrow 
deposit  representing  2^  of  the  loan  amount  (mortgage),  such  deposit 

to  he  made  with  the  mortgagee  (lender  of  the  construction  loan)»  This 
does  not  have  to  he  in  cash  form  but  may  be  accomplished  by  the  assign- 
ment of  seciu?ities  or  by  a  satisfactory  letter  of  credit.  Some  funds 
nay  be  required  to  be  deposited  with  the  F.H.A.  Commissioner  after 
completion  of  any  project  -  for  a  period  of  3  years  -  (it  appears 
from  F.H.A,  regulations  that  this  is  not  required  of  nonprofit  corporations) 
if  required,  it  wotild  not  amount  to  more  than  3^  of  the  replacement 
costs.  Tae   intention  of  the  F.H.A,  in  requiring  these  deposits  is  to 
assure  itself  that  the  developer  has  sufficient  resources  to  meet 
emergency  expenses  or  any  excess  of  capital  costs  above  loan  commit- 
ment limits. 

d.  Funds  required  as  equity  for  non-res identiaJL  projects  or  for 
residential  projects  in  which  mortgage  loans  of  the  full  costs  cannot 
be  obtained  through  the  Federal  Housing  Administration. 

e.  Funds  required  to  render  services  or  undertake  programs  not  related 
to  direct  development  operations.  Examples  of  these  requirements  are 
advisory  services  rendered  to  property  owners  in  furtherance  of  the 
rehabilitation  effort,  or  services  in  connection  with  a  particixlar 
planning  or  implementation  effort  in  which  instance  the  costs  are  not 
recoverable  from  mortgage  loans. 

3.  Sources  of  financial  support: 

It  is  proposed  that  institutions,  businesses,  fotindations  and  individuals 
■^      be  asked  to  make  annual  contributions  to  raise  the  funds  that  cannot  be 

charged  as  related  and  essential  to  specific  construction  projects,  at  first. 
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This  is  projected  at  $50,000  per  year.  If  funds  as  described  in  e,  atove 

are  required,  this  amount  will  have  to  be  enlarged.  It  is  probable  that 

sone  of  the  annual  anovint  of  $50,000  will  be  recoverable  from  the  riortgege 

loans  applying  to  specific  projects  as  such  are  moved  into  the  construction 

phase. 

It  is  proposed  that  a  development  fund  be  established  by  the  corporation 

of  at  least  $500,000,  preferably  $750,000.  Thio  should  be  solicited  on  the 

''••     follox/ing  basis: 

a.  Interest  will  be  paid  at  h%   if  possible. 

b.  The  funds  will  be  in  fom  of  loans  or  bonds,  interest  bearing  and 
repayable  to  the  extent  and  at  such  time  as  may  prove  possible. 

c.  No  funds  will  be  expended  from  this  development  fund  by  the 
corporation  except  in  connection  with  specific  real  estate  projects, 
in  which  ventures  the  minimum  cconitment  to  permanent  equity  shall  be 
made  and  the  maximum  of  the  funds  used  shall  be  recoverable  froa  the 
proceeds  of  mortgage  loans. 

d.  Repayment  of  principal  and  payment  of  interest  will  be  made  to  the 
extent  possible  at  such  time  as  the  corporation  no  longer  needs  the 
use  of  such  funds.  Any  fxmds  that  are  permanently  invested  in  projects 
will  be  repaid  from  the  proceeds  of  the  sale  of  any  of  the  Corporation's 
properties  or  from  the  proceeds  of  refinancing  at  the  end  of  the 
amortization  period  or  at  such  time  as  the  applicable  Federal  and  State 
statutes  permit  such  refinancing. 

Sources  for  money  for  the  development  fund  include:  the  institutions  of 
the  district,  the  businesses  and  industries  of  the  district  and  of  the  City, 
charitable  fotmdations,  Chiirches  and  related  organizations,  trusts  specified 
for  purposes  of  housing  for  low  income  persons,  individuals  interested  in 
the  aims  of  the  fund* 
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As  an  exarjple,  a  constiniction  undertaking  with  a  replacenent  cost 

(and  consequently  mortgage  loan  anount)  of  five  million  dollars  would  require 
about  $150,000  to  $200,000  (3-^  per  cent)  for  working  capital  prior  to 
"initial  closing"  by  the  F.H.A.;  about  $100,000  to  $150,000  (2-3  per  cent) 
during  construction  and  afterwards  for  a  three  year  period,  if  the  F.H.A. 
requires  such  a  deposit.  The  funds  required  prior  to  "initial  closing"  are 
recovered  at  said  closing  from  the  construction  loan.  This  means  that  the 
total  cash  needed  should  be  kept  to  an  amount  never  to  exceed  foxir  per  cent, 
or  $200,000  in  this  example.  A  fund  of  $750,000  would  permit  great  lattitude 
in  scale  of  operation.  It  seems  imperative  to  have  resotirces  of  this 
magnitude  in  order  to  present  a  sufficiently  convincing  representation  to 
the  Boston  Redevelopment  Authority,  the  Federal  Housing  Administration  and 
the  lending  institutions.  Rehabilitation  projects  may  require  more  working 
capital  than  new  construction  ventures  since  uore  equity  may  be  required  for 
operation  if  Section  221, d, 3  is  not  applicable  as  a  method  of  financing. 


SECTION  No.  5  '^^ 

ORGMIZATIONA.L  STRUCTURE  AND  STAFF 

It  is  proposed  that  this  corporation  be  formed  under  applicable 
Massachusetts  statutes  to  be  a  nonprofit  corporation,  organized  for  stated 
purposes.  It  shall  have  Incorporators,  Members  of  its  Corporation,  a  Board 
of  Directors  and  Officers  as  outlined  in  its  bylaws.  It  shall  employ  a  staff 
as  its  opeirations  necessitate. 

The  Members  of  the  Corporation  shall  consist  of  three  representatives  of 
each  organization  qualifying  as  a  principal  participant  in  support  of  the 
corporation  (to  be  defined),  one  representative  of  other  participating  organ- 
izations and  tvelve  members  at  large.  The  members  shall  be  elected  as  provided 
in  the  corporation's  bylaws  (yet  to  be  formulated).  The  corporation  shall  elect 
twenty-four  of  its  members  to  serve  on  the  Board  of  Directors  for  three  year 
terms  (staggered  to  insure  continuity).  The  Board  of  Directors  shall  have  the 
responsibility  for  determining  the  policies  of  the  corporation,  for  electing 
its  officers  and  for  employing  its  staff. 

Under  Massachusetts  statutes  a  nonprofit  corporation  must  be  organized  in 
a  manner  similar  to  that  outlined,  rather  than  as  a  stock  corporation.  This 
makes  it  more  difficult  to  establish  control  in  the  hands  of  those  contributing 
the  financial  support,  if  the  membership  of  the  corporation  is  broadly  structured. 
In  this  case,  it  is  the  opinion  of  J.  L.  Harris  that  this  is  a  distinct  asset 
since  it  makes  it  easier  to  be  certain  that  the  policies  of  the  development 
corporation  are  not  to  be  controlled  by  any  combination  of  institutions  or  by 
one  or  two  large  supporters.  Participation  and  policy  determination  should  be 
as  broad  as  possible  and  reflect  the  general  policies  stated  as  the  corporation's 
purposes. 
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The  ownership  of  real  estate  -will  he  held  by  the  corporation  for  an 
indefinite  period.  At  such  time  as  mortgage  indehtedness  is  paid  off  as  veil 
as  ohligations  to  the  development  fvmd  for  specific  programs,  the  corporation  will 
have  tangible  assets  of  value,  assuming  that  the  buildings  have  been  maintained 
reasonably  well.  Hopefully,  it  will  be  possible  to  refinance  these  properties 
at  the  end  of  the  applicable  amortization  periods,  in  order  to  provide  cash 
for  additional  undertakings. 

Staff 

It  is  recommended  that  the  staff  be  limited  to  an  executive  director  and 
a  full  time  secretary  until  such  time  as  one  or  more  commitments  for  development 
projects  have  been  secvired.  At  that  time  additional  professional  persons  may 
be  needed,  depending  upon  the  nature  of  the  project  and  the  policy  regarding 
technical  services  (architectural,  engineering,  etc.).  A  budget  for  consulting 
services  is  proposed  to  make  available  certain  skills  and  to  allow  the  corpora- 
tion to  sponsor  certain  meetings  and  promotional  efforts.  Adequate  offices  for 
the  Corporation  should  be  established- -furniture  and  equipment  either  rented 
or  acquired.  The  $50,000  budget  might  be  allocated  as  follows:  $25,000-30,000 
for  staff  salaries,  $15,000  for  consultants,  seminars,  trips  and  for  the 
sponsorship  of  local  meetings  on  relevant  matters,  $5,000  for  office  rental, 
supplies,  equipment  rental,  etc. 


SECTION  NO.  6 

SPECIFIC  EXAMPLES  of  Undertakings  of  the  Proposed  Developnent  Corporation. 

Presented  in  this  section  are  some  exaurples  of  housing  construction, 
including  rehabilitation,  that  show  how  the  capitel  costs  and  costs  of 
occupancy  might  develop  to  be.  In  viewing  possible  and  appropriate  activities 
for  this  corporation,  it  should  be  kept  in  nind  that  any  and  all  likely 
techniques  for  accomplishing  the  general  purposes  of  the  corporation  should 
be  explored  and  evaluated.  New  ideas  will  be  developed;  new  tools  will  be- 
come available  such  as  Federal  programs.  Only  a  few  of  the  most  promising 
and  most  obvious  are  explained  in  detail  herein.  The  direct  development 
role  of  the  corporation  will  have  two  general  types  of  projects  -  one,  housing 
of  various  types,  axid  possibly  other  facilities,  for  personnel  of  the  South 
End  institutions;  two,  housing  and  related  facilities  for  general  occupancy 
or  the  use  of  special  groups,  e.g.  elderly  persons,  single  persons,  homeless 
men. 

It  is  clear  that  one  of  the  most  promising  opportunities  for  a  non- 
profit development  corporation  is  to  construct  new  housing  or  rehabilitate 
structures  utilizing  the  financing  aids  of  Section  221, d, 3  in  order  to  pro- 
duce a  cost  of  occirpancy  appreciably  lower  than  by  any   other  combination  of 
aids.  (Section  202  for  elderly  persons  is  sjijnilar  to  Section  221, d,3.)  These 
aids  are  available  only  to  cooperatives  and  nonprofit  or  limited  dividend 
corporations.  The  construction  of  new  housing  under  this  legislation  is 
projected  in  the  plans  of  the  Boston  Redevelopment  Authority  for  the  South 
End.  An  estimated  TO  per  cent  (possibly  more)  of  the  residential  units  in  the 
South  End  are  to  remain  and  are  to  be  rehabilitated  where  necessary  to  meet 
certain  standards.  The  widespread  use  of  Section  221,d,3  for  rehabilitation 
will  produce  accomodations  at  a  cost  of  occupancy  mah  below  that  possible 
by  other  F.H.A.  mortgage  insurance  programs.  However,  there  are  some 
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adnlnistrative  barriers  to  the  wide  spread  use  of  Section  221, d, 3  for 

rehabilitation.  These  are: 

1.  The  "benefits  are  available  only  to  cooperatives  and  nonprofit  or  limited 
dividend  corporations  -  perhaps  this  is  too  cxinbersone  for  the  owners  of  a 
snail  number  of  dwelling  units.  The  nininun  nunber  of  apartments  (dwelling 
units)  that  can  comprise  a  "d,3"  project  is  five. 

2.  The  possible  profit  is  not  great  enough  for  small  projects  (vinder  limited 
dividend  corporations)  to  make  the  use  of  Section  221, d, 3  very  attractive 

to  private  owners  or  developers  for  rehabilitation  (unless  the  volume  of 
apartments  is  large). 

3.  Section  221, d, 3  is  more  applicable  to  large  than  small  projects;  its  use 
requires  that  the  title  of  properties  be  held  by  the  sponsoring  corporation 
or  management  cooperative.  This  means  that  the  widespread  use  of  the  power 
of  eminent  domain  is  necessary  and  the  benefits  of  a  subsidy  in  the  form 
of  a  "ifiidte  down"  are  likely  to  be  needed  because  the  purchase  price  will 
not  reflect  the  cost  of  the  needed  improvements. 

For  these  reasons  it  is  not  possible  to  foresee  the  extent  to  which  the 
benefits  of  Section  221, d, 3  will  be  available  for  rehabilitation.  Undoubtedly, 
the  procedures  and  policies  of  the  B.R.A.  will  be  modified  as  experience 
indicates;  this  will  have  a  bearing  upon  this  matter  discussed  above.  It 
shotild  be  one  of  the  important  tasks  of  the  development  corporation  to 
work  with  the  B.R.A.  in  evali^ating  the  need,  desirability  and  practicability 
of  using  Section  221, d, 3  for  rehabilitation. 
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NEW  HOUSING  -  GENERAL  OCCUPMCY" 

Housing  for  fanily  occupancy  is  projected  by  the  Boston  Redevelopment 
Authority  for  nany  of  the  areas  to  be  cleared  in  the  South  End.  Tlie  develop- 
ment corporation  will  be  eligible  for  sponsorship  as  developer  of  these  areas 
under  disposition  contracts.  The  financing  aids  under  Section  221,6., 3,   are 
available  as  cited  earlier.  The  resulting  rents  will  depend  upon  actual  expenses 
enco\intered  in  the  following  general  categories  which  appear  in  Table  no.  1 
herewith: 

1,  vacancy  experience;  The  Federal  Housing  Administration  has  a  policy 
of  anticipating  7^  vacancies.  If  this  housing  is  a  bit  too  expensive 
for  the  present  residents  of  the  South  End  and  the  response  from  outside 
prospective  occupants  is  not  too  strong,  the  vacancy  experience  raay 

be  greater  than  7^^,  In  general,  for  areas  without  blighting  influences, 
the  221, d, 3,  rents  will  be  well  below  the  general  market  and  therefore 
vacancies  should  be  low.  In  the  South  End,  the  environmental  factors 
may  dampen  the  response  of  people  not  already  living  in  the  South  End. 
People  connected  with  the  institutions  may  respond  to  the  opportunity 
to  live  near  to  place  of  enploynent. 

2,  local  real  estate  taxes;  The  B«R.A.  has  indicated  that  it  intends  to 
establish  taxes  at  approximately  15^o  of  expected  gross  income  if  use  is 
made  of  chapter  121A  (Mass.)  for  limited  dividend  and  nonprofit  corpora- 
tions. Their  policy  is  intended  to  apply  to  development  corporations 
planning  new  construction  to  achieve  the  lowest  possible  cost  of 
occupancy, 

3,  operating  expenses;  Judging  from  the  experience  of  public  housing 
authorities,  the  local  F,H.A,  office  and  of  several  private  real  estate 
management  firms,  the  amovmts  projected  in  Table  1  herewith  are  as 
optimistic  as  one  should  predict. 
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k»   debt  service:  Under  Section  221,d,3,  the  interest  rate  and 

amortization  are  established  on  a  level  paynent  plan.  The  total  develop- 

nent  cost  of  any  project  will  determine  the  amount  of  the  debt  service. 

Table  no,  1  illustrates  the  effect  of  variations  in  assumption  re- 
garding these  factors.  It  is  the  opinion  of  J.L.  Harris  that  example  C 
represents  the  lowest  projection  of  costs  that  one  should  consider.  This 
is  slightly  above  the  projection  of  the  B.R.A.  at  present.  The  detailed 
projection,  on  which  example  A  is  based,  resiilts  in  higher  costs  of 
occtrpancy  (rents)  than  example  C.  The  tabulations  showing  the  details  of  this 
example  are  not  included  herewith  but  are  available  for  examination.  The 
major  differences  in  examples  A,B  and  C  lie  in  assumptions  regarding  taxes, 
operating  costs  and  construction  costs  as  reflected  in  the  debt  service. 

The  last  figure  in  each  column  in  Table  no.  1  represents  the  amount 
of  mortgage  required  per  room,  using  a  specialized  system  of  room  coimt 
employed  by  the  F.H.A.  The  maximum  allowed  in  the  Boston  area  for  nonprofit 
corporation  sponsorship  is  $2400  under  Section  221, d, 3 •  From  Table  no.  1  it 
can  be  seen  that  all  three  examples  fall  beloi/  that  figure.  In  viewing  the 
potentialities  of  the  Section  221, d, 3  program,  it  is  essential  not  to  under- 
estimate the  costs  of  construction  and  of  operation,  thereby  producing 
lower  rents  in  projection  than  can  be  achieved  after  construction  is  coripleted. 
There  are  examples  in  other  cities  and  other  sections  of  the  country 
illustrating  "d,3"  housing  at  costs  of  occupancy  somewhat  below  example  C 
of  Table  no.  1,  which  fact  is  enccviraging.  Ctxre  is  needed  to  avoid  construction 
of  buildings  that  will  not  maintain  their  value  and  usefulness  for  the 
maxliaum  period. 

High  Rise  Structures 

If  institutional  personnel  and  others,  eligible  for  occupancy  by  virtue 
of  income  (linits  for  Section  221, d,3  are  set  by  the  F.H.A. ),  can  pay  conthly 


TABLE  I 

Mew  Constniction  -  650  Apartments  Financed  under  Section  221,  d,  3. 


INCOME  SCHEDULE 


No.  of 
Units 

60 

60 

60 

59 
102 
223 

85 
649 


No.  of 

Type  of  Unit 

Sq.  ft. 

Efficiencies 

543 

1  BR 

577 

1  BR 

662 

2  BR 

842 

2  BR 

980 

3  BR 

1130 

4  BR 

1380 

OPERATING  STATEMENT 

total  gross  income 
vacancy  allowance 
expected  gross  income 


total  operating  expenses 
taxes  ^  $220/Apt./yr. 

15%  of  expected  gross 
operating  expenses 
(including  management) 
without  heat  ^  $55/room/yr. 
with  heat  @  $65/room/yr. 
with  haat  @  $55/room/yr. 
total 

cash  available  for  debt  service 
(level  payment  plan  only  is 
acceptable  to  F.H.A.) 
interest  @  3.1250% 
amortiz.®  1.2577 
total  4.3827% 


debt  service 

mortgage  amount 

X  4.3827%    (40  year  amortization) 

mortgage  amount/F.H.A.  room  count 


As  submitted  in 

memo  to 

Messrs 

Liddell  and  Taylor 

A 

Rent 

Gross 

Mo. 

Yr. 

Annual 

65 

780 

46,800 

78 

936 

56,160 

85 

1020 

61,200 

93 

1116 

65,844 

100 

1200 

122,400 

115 

1380 

307,740 

125 

1500 

127.500 
787,644 

7%  approx. 


143,000 


$787,644 

54.480 

$733, 164 


217,634  without  heat 


360,634 


372,530 


$8.5  Million 


372,530 


I        $2150 


B 

Rent 

Gross 

Mo. 

Yr. 

Annual 

55 

560 

39,500 

65 

780 

46,800 

70 

840 

50,400 

78 

936 

55,224 

85 

1020 

104,040 

90 

1080 

240,840 

110 

1320 

112,200 
649, 104 

7%  approx. 


90,550 


$649,  104 

45,437 

$603,667 


217,634  with  heat 


308,184 
295,483 


$6.74  Million 


$1703 


295,258 


November  5,   1962 

revised:   March 

1,    1963 

C 

Rent 

Gross 

Ao. 

Yr. 

Annual 

62 

744 

44.640 

72 

864 

51,840 

75 

900 

54,000 

88 

1056 

62,304 

95 

1140 

116,280 

05 

1260 

280,980 

20 

1440 

122,400 
732,440 

7%  approx. 


102, 110 


257.205  with  heat 


$732,440 

51.270 

$680,732 


359,315 


321,417 


$7.33  Million 


$1852 


321,417 


revised: 


Nover 
Marcl' 


B 

Rent 

Gross 

Mo. 

Yr. 

Annual 

55 

560 

39,600 

65 

780 

46,800 

70 

840 

50,400 

78 

936 

55,224 

85 

1020 

104,040 

90 

1080 

240,840 

110 

1320 

112,200 
649, 104 

7%  approx, 


$649,  104 

45,437 

$603,667 


90,550 


217,634  with  heat 


308, 184 


295,483 


$6.74  Million 


$1703 


295,258 


C 

Rent 


Mo. 


Yr. 


62 

744 

72 

864 

75 

900 

88 

1056 

95 

1140 

105 

1260 

120 

1440 

7%  approx, 


102, 110 


257,  205  with  hea 


$7.33  Million 


$1852 
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rents  of  approxiiuately  $90  for  a  one  'bedroon  apartnent  and  $125  for  a  two 

■bedroon  apartment,  the  possibilities  are  good  to  construct  elevator- 
serviced,  multi-storied  apart^ient  b\iildings  under  the  benefits  of  Section 
221, d, 3  with  a  nonprofit  sponsorship.  A  projection  of  this  has  been  prepared 
at  an  earlier  date  by  J.L.  Harris  and  is  available.  The  assuinptions  con- 
tained in  this  projection  have  been  reviewed  with  the  local  F.H.A,  office. 

Maxinrum  limits  for  family  income  and  total  cost  of  occupancy  (in- 
cluding all  utilities)  for  housing  financed  xinder  Section  221, d, 3  have  been 
established  1^  the  Federal  Housing  Administration  for  the  Boston  area  as 
follows: 


type  of 
apartment 

size  of 
family 

income  of 
family 

maximum 
monthly  rent  * 

1  bedroom 

2 

$5,950 

^99. 

2  bedrooms 

3-1^ 

7,000 

IIT. 

3  bedrooms 

5-6 

8,050 

13^^. 

h  bedrooms 

T  or 

more 

9,100 

152. 

*  defined  to  include  all  related  costs  except  telephone. 

NEW  HOUSING  -  SPECIALIZED  FuUCIION 

Housing  for  elderly  persons  can  be  constructed  by  nor^prof it  corporations 
under  terms  sixiilar  to  Section  221, d, 3  through  the  Federal  Housing 
Administration's  program  Section  202.  This  can  produce  occupancy  costs 
comparable  to  those  possible  under  Section  221, d, 3.  The  latter  prograti  is 
not  at  present  available  for  occv-pancy  by  single  uarelated  persona,  whereas 
the  Section  202  program  is  open  to  single  elderly  persons. 

Under  the  College  Housing  Program,  loans  are  available  for  the 
construction,  on  a  nonprofit  basis,  of  housing  for  student  nurses  and  interns 
of  public  and  nonprofit  hospitals.  This  program,  under  the  Community 
Facilities  Administration,  can  be  used  for  dormitories,  married  student  and 
faculty  hovising  and  related  service  facilities.  It  is  also  available  for 

••^oViaVi-iH+o  +  ^rtn    r\f    o-wis+.-in/?    R+.TUotUreS    for    SUCh   "DUmOSeS. 
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REHABILITATION 

Two  illustrative  examples  of  cost  projections  for  the  rehabilitation 

of  a  group  of  6o  row  houses  have  been  made  and  are  included  on  the  folloving 

pages.  The  basic  differences  are  these: 

Total 
Monthly  rent  to  principal  tenant  *    Capital  Costs 

No.  1  $180.  $21,(X)0 

No.  2  $150.  18,000 

*  The  principal  tenant  is  able  to  sublease  as  described  below. 

One  set  of  assumptions  as  to  how  to  use  these  row  houses  is  that  the 

entire  row  house  (four  or  five  liabitable  stories)  is  leased  to  a  principal 

tenant,  who,  in  turn,  subleases  parts  of  the  structtire  as  separate  apartments 

and  as  rooms  if  his  own  needs  permit.  For  example:  a  five  story  building  is 

subdivided  into  two  2  bedroom  apartments,  one  on  each  of  floors  1  and  2; 

floors  3,   ^  and  5  are  occupied  by  the  principal  tenant.  He  supplies  heat  to 

all  floors,  janitorial  service  for  public  stair,  yard,  sidewalks,  etc.,  in 

return,  he  can  experience  a  modest  cost  of  occupancy,  e.g. 

No.l       No. 2 

total  rent  to  development  corporation         $l80       $150 

cost  of  heat  and  hot  water  hO  UO 

water  and  sewer  tax  5       5 

Monthly  costs  $225       $195 

Income  availa':le  to  principal  tenant 

two  2  bedroom  apartments  $50-6o/mo.  120       100 

2  rooms  leased  (5  story  row  houses)  @  30/mo. 
($7.00/wk.,  furnished) 

Net  cost  of  occupancy  for  principal  tenant; 

a.  if  2  rooms  are  leased 

b.  if  1  room  is  leased 

c.  if  no  rooms  are  leased 


60 
$180 

60 

$lcO 

h5 

35 

75 

65 

105 

95 
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This  shows  that  under  rehabilitation,  vith  the  "benefits  of  100^  loan 

to  replacement  cost  ratio,  interest  rate  at  3  l/3^  and  30  year  amortization, 

the  cost  of  occupancy  can  "be  in  the  vicinity  of  $50  to  $6o  for  a  full  floor 

of  a  row  house  (prohahly  2  hedroons,  possibly  only  one  if  house  is  very 

small).  The  principal  tenant  can  occupy  three  (or  possibly  only  two)  full 

floors  for  a  cost  of  about  $95  -  $105/month.  AH  rental  projections  do  not 

include  the  cost  of  electricily  for  lighting  and  cooking  or  gas  for  cooking; 

costs  of  heat  and  hot  water  are  included,  Assui:5)tions  regarding  repairs, 

management  costs,  redecorating  expenses  are  shown  and  are  minimal  in  the 

opinion  of  J.L.  Harris, 

Should  rehabilitation  have  to  go  forth  on  a  basis  without  the  benefits 
of  Section  221, d, 3,  the  costs  of  financing  will  be  much  higher  {5^f   plus 
•|^,  plus  debt  retirement  at  a  faster  rate  -  15  years  -  possibly  20.) 
Sizeable  amounts  of  eqiiity  will  be  necessary  for  individual  owners  using 
conventional  financing.  It  may  be  easier  with  F.H.A.  mortgage  insurance. 
The  individual  property  owner  who  is  also  the  occupant,  will  experience 
difficulties  because  he  may  not  be  considered  a  suitable  credit  risk  by  the 
F.H.A,  and  the  lending  institutions. 

Regardless  of  what  techniques  are  brought  into  play  through  formulas 
other  than  Section  221, d, 3,  the  cost  of  occupancy  (for  tenants  and  owner 
occupants)  will  have  to  be  higher  to  meet  the  higher  debt  service  charges. 
The  development  corporation  can  qualify  as  a  sponsor  for  rehabilitation 
losing  the  benefits  of  Section  221, d, 3*  This  is  available  for  developments 
of  five  or  more  dwelling  units  (as  distinguished  from  row  houses  which  may 
be  subdivided  into  3  or  more  dwelling  units).  The  ownership  must  be  in  the 
form  of  a  nortprofit  or  limited  dividend  corporation  or  a  management  type 
cooperative  formed  of  the  occupants.  Some  use  of  Section  221, d, 3,  nay  be 
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possible  for  owners  of  one  or  t\TO  ■buildings  housing  at  least  five  units. 

In  general,  the  legal  and  adninistrative  conplications  seen  to  indicate  that 

the  development  corporation  is  the  riore  appropriate  vehicle  for  this 

financing  method.  The  use  of  a  cooperative  is  nost  appropriate  but  will 

have  to  be  developed  slowly  to  achieve  acceptance.  There  are  obviously 

many  aspects  and  techniques  worth  trying  to  achieve  participation  by  the 

tenant  in  the  nanagenent  responsibility.  The  principal  tenant  technique 

seens  to  have  a  functional  justification. 
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REHABILITATION  -  ILLUSTP/TTT^  ISAIvIPLE  WO.  1 

Illustrative  exaxiple  of  the  estioated  costs  of  rehabilitating  a  groaip 

of  sixty  existing  brick  ro-y  hovises,  constituting  a  conplete  rectangular  block 

as  nay  be  said  to  be  reasonably  typical.  The  following  assuniptions  have  been 

errployed: 

lo  That  ownership  of  these  hotises  can  be  acquired  by  the  Developnent 
Corporation  from  the  Boston  Redevelopnent  Authoarity  with  the  use  of  the  power 
of  eminent  domain  by  the  Authority  and  the  benefits  of  a  government  subsidy 
(write-down)  if  necessary  to  bring  the  average  cost  of  the  row  houses  to 
$6,000  before  rehabilitation. 

2.  That  rehabilitation  can  proceed  reasonably  rapidly,  phased  to  permit 
the  minimum  of  inconvenience  and  dislocation  to  the  residential  occvtpants. 

3.  That  the  Federal  Housing  Administration  will  recognize  the  credit 
standing  of  the  Development  Corporation  and  will  be  willing  to  approve  the 
financing  of  this  work  under  Section  221, d, 3,  using  3  l/8^  interest  rate, 
100^  loan-to-value  ratio  and  30  year  amortization  period, 

h.     That  vacancy  expectation  be  estimated  at  10?i  rather  than  at  7^>  ic 
determining  the  required  rent  schedule, 

5*  That  each  row  house  will  be  leased  to  a  principal  tenant,  lAo,  in 
turn,  will  lease  two  small  apartments  plus  a  room  or  two  to  others. 

6o  row  houses; 

Initial  acquisition  costs  $360,000, 

60  @  $6,000 
Rehabilitation: 

60  @  $10,500  *  630,000. 

990,000. 
*  includes  builder's  fee  and  general  overhead 

estimator's  fees  2,000 

performance  bonds  9^000 

legal,  organizational,  title  and  recording  costs  38,010 

architectural  services,  incl. supervision  8%  x  $630,000       50,400 
costs  of  financing  dtiring  construction: 

interest:  5^  x  70^  x  $1.26  million  x  2  yrs.  92,6lO 
F.H.A.  fees  1.3^  x  $1.26  million  l6,380 

real  estate  taxes-2yrs,=  60  x  300  x  2        36,000 
insurance  13 } 000 

service  charge  for  constr,  loan  (l^)         12,600 
total  170,590 

Total  replacement  costs  $1,260,000. 

(60  X  $21,000) 

Mortgage  Limits  (lowest  criterion  governs) 

a.  100^  of  replacement  costs  $1,260,000 

b.  room  count:  60  x  16  x  $2^00  2,30lf,000 

c.  debt  service: 


REHABILITATION  -  ILLUSTRATIVE  EXAI>IPLE  NO.   1 

Operating  Statenent 

Total  gross  Income  -  ann\ial 

60  rov  houses  @  $2l6o/yr,  ($l80/no,)  $129,600 

vacancy  allowance  10^  12,960 

expected  gross  incone  -  annual  ll6,640 

Real  Estate  Taxes 
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$300/row  house/yr,  $18,000 

operating  expenses  (see  sheet  3)  33 > 870 


51.870 


Available  for  debt  service  6U,770 

Annvial  Fixed  Charges  (level  paynent) 

Mortgage  loan:  $1,260,000 

3.125^  Interest,  plus  2.015506?&  for 
amortization  using  30  yr.  period 

$1,260,000  x  5. 1^*0506^  «=  64,770 

NET  0 


REHABILITATION  -   ILLUSTR.ATI\rE  EXAMPLES  NOS.  1  and  2 


Operating  Expenses 

Administrative  Expenses 

6^  of  gross  expected  incone  $6,J*15.0O 

(6%  X  $106,920  -  Exanple  No.l) 


Operating  Costs 

heat,  hot  water,  water  by  principal  tenant  - 
electricity  -  donestic  by  each  subtenant  - 
power  for  outside  lighting  if  enployed  - 

for  rear  yard  development  600,00 

payroll  -  1  custodian  @  $3,500  3,500.00 

Maintenance  Expenses 

decorating:  h  yr,  cycle  15  x  $150/yr.  2,250.00 

repairs,  incl.  exterior  paint  60  x  $80/yr.  U, 800. 00 

exterminating  1,000.00 

insurance  (fire,  extended  coverage,  liability)  10,000,00 

miscellaneous  1,105.00 

Replacement  Reserve  (equipment) 

60  X  $70/yr.  U,200.00 

$33,870.00  * 


*  Reduced  to  $32,923  for  example  No, 2 
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REHABILITATIOM  -  ILLUSTRj>.TIVB  EXAMPLE  NO.  2  ^"'" 

This  second  exaiirple  is  offered  to  see  how  to  achieve  a  sonewhat  lower 

cost  of  occupancy  than  is  indicated  in  exanple  No.l,  The  chief  differences 

in  the  two  lie  in  the  capital  costs,  the  vacancy  allowance  and  the  real 

estate  taxes. 

Capital  costs 

60  row  houses  @  $18,000  each  (acquisition  plus  rehabilitation) 
Total  replacenent  costs:  60  x  $18,000  1,080,000 

Mortgage  amount:  1,080,000 

Operating  Statement 

■  Mir  '    I   I 

Total  gross  required 

60  row  houses  @  $l800/yr.($150/ino.)  108,000 

7^  vacancy  allowance  7,3^0 

100,440 
Real  Estate  Taxes 

$200/row  house/yr.  12,000 

/  ,  ,  ,   ; 

Operating  expenses  (see  example-  Norl)  32,923 

44,923 
Available  for  debt  service  55*517 

Annual  debt  service 

$1.08  million  x  5»l40506?i  =  55,517 
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SECTION  No.  7 

REIATIONSHIP  OF  DEVELOPMENT  C0RPORA.TI0N  TO  CONSTITUENT  INSTITUTIONS, 

COMMUNITY  ORGANIZATIONS  AND  THE  BOSTON  REDEVELOPMENT  AUTHORITY. 
REPORT  OF  EXPLORATORY  TALKS  WITH  SOME  OF  THE  INSTITUTIONS  OF  THE 

SOUTH  END. 

The  development  corporation's  probable  functions  have  been  outlined 
in  other  sections  of  this  report.  The  corporation's  general  purposes  should 
be  interpreted  as  requiring  full  cooperation  on  its  part  with  all  related 
elements  of  the  community  and  with  the  Boston  Redevelopment  Authority.  It 
might  become  the  agency  to  carry  out  experimental  projects,  coordinate  and 
foster  new  methods  for  solving  problems,  principally  those  related  to  the 
physical  environment  but  not  limited  thereto.  The  development  corporation 
should  provide  advice  and  lend  assistance  to  the  various  organizations  within 
the  district.  Its  principal  role  as  a  development  agency  should  be  preserved; 
its  services  should  be  available  to  all  of  the  institutions  functioning  in 
the  district, 
REPORT  OF  EXPLORATORY  TALKS  WITH  SOME  OF  THE  INSTITUTIONS  OF  IHE  SOUTH  END. 

Ifeetings  were  held  with  the  institutions  cited  below.  These  meetings 
represented,  in  most  cases,  the  second  contact  by  Charles  Liddell  regarding 
the  possibilities  of  a  development  corporation  for  the  South  End,  The  details 
of  the  plan  were  outlined  as  well  as  illustrations  discussed  as  to  the  types 
of  development  activities  contemplated.  The  representatives  of  these 
institutions  evidenced  interest  and  desire  to  consider  participation  in 
supporting  the  corporation  in  the  activities  contemplated, 

Boston  University  Medical  Center 

The  Boston  University  Medical  Center  represents  a  joint  effort  by  the 
Boston  University  School  of  Medicine  and  Massachusetts  ^femo^ial  Hospitals  to 
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carry  out  a  development  program  for  mutiial  benefit  and  for  joint  use  of  some 
of  their  facilities.  Plans  nov  formulated  by  the  Center  include  the  use  of  the 
area  from  Concord  to  Sharon  Streets,  from  Harrison  to  Albany  Streets  as  a 
reasonably  immediate  development,  with  expansion  at  some  future  time,  into  the 
block  beyond  Sharon  to  Brookline  Street.  Plans  for  the  area  described  above 
schedule  the  construction  of  educational  and  hospital  facilities,  housing  for 
medical  students,  nvirsing  students,  interns  and  resident  doctors.  The  proposed 
mental  health  center  (State)  is  now  planned  for  a  location  within  this  tract. 
The  B.U.  Medical  Center  also  is  concerned  with  the  ultimate  development  of  the 
area  north  of  Brookline  Street  to  Maiden  Street,  from  Harrison  to  Albany.  For 
this  area  it  is  proposed  that  residential  development  is  needed  to  house 
persons  and  families  having  relationships  with  the  medical  center  and  the  City 
Hospital  a^  well  as  other  potential  occupants.  Other  uses  serving  the 
commxinity  or  the  metropolitan  area  may  well  be  in  this  location;  some  motel 
accomodations  are  needed.  Much  of  this  real  estate  would  be  tax  producing. 
Parking  structures  in  the  vicinity  are  acutely  needed,  possibly  east  of 
Albsiny  Street. 

The  B.U.  Medical  Center  contemplates  the  construction  of  hospital,  classroom, 
clinic,  laboratory  and  research  facilities  with  fvinds  part  of  which  are  yet  to 
be  raised.  Use  of  the  college  housing  aids  under  F.H.A,  is  planned  for  its 
dormitory  and  apartment  facilities  for  students,  interns  and  faculty.  Use  of 
other  F.H.A,  programs  for  the  other  residential  facilities  (apartments)  is 
planned,  possibly  constructed  and  operated  by  this  development  corporation. 

The  question  of  providing  professional  planning  services  to  the  institutions 
and  community  organizations  is  of  concern  to  the  Medical  Center.  The 
thinking  presented  in  this  report  has  been  discussed  with  representatives  of 
the  Center.  It  appears  that  the  Center  is  in  favor  of  the  establishment  of 
the  development  corporation  and  is  considering  the  possibility  of  its 
participation. 


3k 

Franklin  Institute 

Plans  include  use  of  all  of  the  triangle  in  which  the  Institute  is  now 
located,  acquired  through  urban  renewal  and  hy  private  purchase.  The 
buildings  projected  include  a  dormitory  (under  the  college  housing  aids  of  the 
F.H.A, )  and  academic  buildings  -  laboratories,  classrooms  and  related 
facilities.  It  seems  possible  that  the  services  of  the  development 
corporation  might  be  useful  in  the  building  program,  but  not  essential  since 
the  Institute  is  prepared  to  execute  its  own  programs.  Very  little  is  needed 
to  finance  the  dormitory;  some  of  the  funds  for  academic  facilities  will 
have  to  be  raised.  Parking  garage  facilities  (underground)  are  being  considered 
to  serve  the  Institute.  There  was  evidenced  an  interest  and  willingness  to 
lend  assistance  to  the  development  corporation  in  recognition  of  the 
Institute's  concern  with  the  wellbeing  of  the  South  End. 

Morgan  Memorial 

Morgan  Memorial  is  vitally  interested  in  the  development  corporation's 
possibilities.  The  Massachusetts  Housing  Association,  Inc.,  an  agency  of 
Morgan  Memorial,  is  organized  aiid  endowed  to  provide  housing  for  people 
of  low  income,  particularly  those  employed  in  the  Goodwill  Industries. 
Many  of  Morgan  Memorial's  facilities  have  to  be  relocated  to  make  room  for 
the  Ifessachusetts  Turnpike.  The  development  corporation's  potential  activities 
seemed  to  have  appeal  to  Morgan  Memorial,  directly  in  housing,  possibly  in 
providing  other  facilities.  Goodwill  Industries  has  been  relocated  to 
Berkeley  Street.  The  Church  of  All  Nations  and  other  facilities  adjacent 
must  be  relocated.  The  size  of  Itorgan  Memorial's  operation  has  doubled  in 
the  last  five  years.  It  is  looking  to  the  South  End  as  the  location  for  its 
facilities  that  have  to  be  moved.  It  is  concerned  with  expansions  to  serve 
homeless  men,  possibly  a  nursing  home  in  connection  with  B.U.  Medical  Center. 

In  general,  it  seems  that  Morgan  Memorial  has  much  to  offer  the  develop- 
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nent  corporation  in  the  way  of  support  and  needed  services;  it  has  problems 

of  relocation  with  which  the  corporation  could  assist, 

Seilvation  Arriy 

The  Salvation  Army  is  concerned  with  the  futvire  of  the  South  End  and 
is  interested  in  participating  in  the  developnent  corporation  plan.  It  now 
operates  the  BoyJ»  club  on  Washington  Street;  it  has  plans  for  a  center  for 
alcoholics  and  a  hone  for  vinwed  nothers,  the  latter  not  necessarily  in  the 
South  End.  It  is  interested  in  naintaining  its  clothing  outlets.  It  is 
concerned  with  housing  as  a  general  elenent  of  the  health  of  the  connunity. 
It  has  no  large  scale  bviilding  plans  other  than  a  possible  pool  for  the  Boys' 
club,  the  alcoholic's  center  and  the  home  for  unwed  nothers.  It  is  concerned 
with  the  planning  phase  and  with  coordination  with  the  B.R.A. 

Frc.nklin  Square  House 

This  institution  has  no  plans  for  expansion;  it  visualizes  the  continued 
function  at  its  present  scale.  Parking  is  a  problem.  It  is  concerned  with 
iriproving  the  connunity  and  its  residential  structures  and  family  environ- 
ment. Participation  in  supporting  the  development  corporation  seems  probable. 

Yotmg  Women ' s  Christian  Association 

The  y.W.C.A.has' its  Berkisley  Residence  (new  dormitory  type  facilities  on 
■Berkeley^  .■  Street)  in  the  South  End.  It  has  recently  been  given  another 
b\iilding,  a  hotel  type  structure,  now  used  by  one  of  the  churches  being 
relocated.  The  long  term  plan  for  this  building  is  of  concern  to  the  Y.W.C.A. 
It  is  located  on  Chandler  Street  in  the  South  End,  The  Y.W.C.A,  is  interested 
in  participating  in  the  kind  of  a  development  corporation  outlined  in 
discussion.  The  types  of  related  facilities  that  are  of  possible  concern 
to  the  Y.W.C.A,  include:  apartments  for  young  couples  (with  working  wives 
and  student  husbands),  newly  arrived  couples  and  single  young  women.  The 
general  improvement  of  the  environment  of  the  young  women  and  teenage  girls 
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resident  in  the  South  End  is  of  vital  interest  to  the  Y.W.C.A. 

Urban  Renewal  Cormittee 

Discussion  of  the  proposal  for  a  developnent  co3T)oration  has  "been 
discussed  with  Mr,  Cloyd,  chaiman  of  the  cormittee.  The  aspect  of  planning 
services  for  community  organizations  was  dealt  with  in  detail. 

New  England  Medical  Center 

Although  this  medical  center  is  in  the  South  Cove  area  to  the  north  of 
the  railroad  and  the  turnpike  location,  it  is  in  such  close  proxinity  to 
the  South  End  that  its  cooperation  and  involvenent  is  highly  relevant.  Plans 
for  this  corporation  have  been  discussed  with  the  planning  director  of  the 
center.  Further  exploration  of  working  with  the  New  England  Center  is 
reconnended.  The  plans  of  the  center  involve  new  housing  for  families, 
domitories,  hotel  or  notel  accomodations  and  hospital  facilities  of  varied 
functions , 

Other  Institutions  in  the  District 

There  are  other  institutions  functioning  in  the  district  most  of  which 
shovad  be  involved  in  this  plan  as  it  matures.  It  has  not  been  the  intention 
to  imply  that  any  of  those  not  specifically  cited  were  not  relevant  nor 
important  to  the  success  of  the  development  corporation  proposal.  Contact 
with  every  organization  and  institution  is  planned  in  the  future  stages 
following  the  development  of  more  detailed  plans. 
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